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AICPA

Washington Report
March 5, 1973
Volume 1, Issue 9

COST ACCOUNTING STANDARDS BOARD
Several new definitions have been added to
Part 400 of the regulations, as well as a
standard on capitalization of tangible
assets (Part 404).
The additions to the
regulations appear at p.5318 of the 2/27/73
Fed. Reg.
COST OF LIVING COUNCIL
Economic Stabilization Program Quarterly Report
ending 1/10/73 has been issued.
The
report covers highlights for the period,
including a shift to Phase III enforcement,
and program assessment, as well as compliance
and enforcement activity.
In the Appendix is a summary of the
conversion to Phase III, the basic policy
criteria to be followed during this phase,
as well as the reporting requirements and
other major alternations from Phase II.
Rumors of a wage/price freeze continue. Consumer
groups and certain congressional figures are
voicing strong doubts that Phase III is doing
the job anticipated.
One indication of such feelings is in
the area of rent controls and Rep. Minish
(D-N.J.) has suggested an amendment (HR 3467)
to the Economic Stabilization Act to establish
a "rent freeze".
Members of the Food Industry Advisory Committee of
the CLC have been named recently.
The panel
will be used to advise the CLC Committee on
Food during this phase of economic stabilization.
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Dr. John Dunlop, Director of the CLC, has
announced the establishment of a triparte
food industry wage and salary committee.
The
committee will be made up of labor, management
and public members.
ENVIRONMENTAL PROTECTION AGENCY
Regulations for "Grants for Construction of Treatment
Works" have been issued in the Fed. R e g . (2/28/73,
p.5329).
These interim regulations take effect
immediately, and all EPA contract grant
authority construction grants pursuant to
P.L. 92-500 (the 1972 amendments to the Federal
Water Pollution Control Act) are subject to
these regulations.
In a very recent discussion with a
representative of the EPA Office of Audits,
it was learned that the agency intends to
promulgate a number of implementing regulations
with respect to the 1972 pollution amendments
in the near future.
Administration environmental proposals announced in
the President's environmental message for 1973
indicated nothing new with the exception of
solid waste management.
The Administration
recently sent up a bill on solid waste which
contains no demonstration or construction
grant funds.
It is primarily a regulatory
measure.
The President is basically asking
for action on proposals made during the last
Congress.
In the President's message, there was
considerable emphasis that the costs of pollution
should be more fully met in the free marketplace,
not in the Federal budget.
Secretary of Commerce Dent told a meeting
of the National Industrial Pollution Control
Council that the Government is compiling data on
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the costs of cleaning up the environment and
providing some analytical data on the cost/
benefits derived from the efforts and expenses.
A Report of the Tax Policy Advisory Committee to
the Council on Environmental Quality (CEQ)
has recently been issued.
Among its list of Conclusions and
Recommendations is one that higher costs and
prices will result from established standards,
but such requirements should reflect the benefits
weighed against costs.
"Total improvement" may
be grossly extravagant, even if it were attainable,
it was suggested.
Tax relief for industrial investment to
reduce pollution through rapid amortization
or special investment credits was recommended.
Special tax treatment of small business enterprise
was recommended.
Another recommendation was differential tax
treatment of exhaustible natural resources,
because of impending shortages of existing sources
of energy and some minerals.
FEDERAL HOME LOAN BANK BOARD
The conversion proposal to stock form mutual
S & L ’s whose accounts are insured by FSLIC
(see 1/15/73 Report) is covered in an
article in the 2/73 edition of the F H L B B 's
Journal, and provide some answers to questions
concerning the effects of such conversions.
Greater competition among differing types of
financial institutions is also under consideration
by the Administration, it was announced by James
E. Smith, Deputy Under Secretary of the Treasury.
Speaking recently to the National League of
Insured Savings Associations, he stated there was
"little or no question" but that the Administra
tion would propose legislation to implement a
number of the recommendations of the Presidential
Commission on Financial Structure and Regulation.
That group, known also as the Hunt Commission,
recommended fewer financial controls to provide
for increased competition among differing types
of financial institutions.
Mr. Smith stated
that a high level treasury staff analysis of the
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Commission’s Report will be completed very
shortly.
Substantive recommendations are
expected by April and draft legislation would
likely be accomplished by June.
George Mitchell, Member of the Board of
Governors, Federal Reserve System, in a recent
address on the subject of electronic fund
transfer pointed out its adaptability to
services available through a commercial bank,
or a thrift institution, suggesting the expansion
of the latter's services into such areas, subject
to current regulations.
FEDERAL POWER COMMISSION
Electric Plant Instructions for equipment accounts
has been recently modified by the Commission,
affecting the Uniform System of Accounts (Order
No. 475 of 3/1/73).
The amended rule modifies
the procedures for reporting of test periods,
specifically, Part 101 of the Uniform System
of Accounts.
Uniform System of Accounts amendments on accounting
for property depreciation and amortization
charges for electrical and interstate natural
gas companies have been published in the 2/23/73
F e d . Reg. at p.4947.
(A summary of the revisions
appeared in the 2/19/73 Report.)
FEDERAL RESERVE SYSTEM
Treatment of Puts, Calls and Combinations thereof
is under revision by the FRS.
The Board of
Governors has proposed to amend Parts 207,
220 and 221 (Regulations G, T and U) in order
to provide that any put, call or combination
thereof which is written on an equity security,
even if such option is itself registered as a
security on a national securities exchange,
shall have no loan value for the purposes of
Regulations G, T or U.
The proposed change
would clarify the customer's adjusted debit
balance in a general account under Regulation T
with respect to the amount of margin in connection
with the action.
The proposed changes appear in
the 2/27/73 Fed. Reg. at p.5266.
Comment dealine
is 3/16/73.
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The same issue of the Fe d . R e g . contains
a new section 220.126, providing an inter
pretation of Section 221.122 on "put and call
options" (see p.5237).
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
A Private Health Insurance Study is contained in
the Social Security Bulletin for February,
1973 (Vol. 36, No. 2).
Prepared by the
Division of Economic and Long-Range Studies,
the Report reviews data gathered for private
health care service, enrollment and financing.
A section is devoted to HMO operations.
"The
rapid growth of this kind of coverage (group
practice) is an outgrowth of the failure of
basic health care plans to meet the costs
of personal health care needs adequately",
the report indicates.
INTERSTATE COMMERCE COMMISSION
The Commission's Study of the Northeast rails
which was announced on 2/12/73 (Docket 293)
will require initial statements to the
Commission by 3/15/73 and reply statements
by 4/18/73.
In the meantime, Senator Hartke (D-Ind.)
has introduced a bill, co-sponsored by Senator
Weiker (R-Conn.), which would nationalize the
30,000 miles of the Penn Central and five other
bankrupt northeastern railroads.
Under the bill (S.1031), a new federal
corporation would be created to operate the
lines, and provide up to $1 billion of the
necessary capital through federal guarantees.
Some, however, have advocated letting
the railroad collapse without further government
interference.
Senator Hartke has classed this
as an "oversimplified" response to the problem
of what to do.
LABOR, DEPARTMENT OF
The Administration's Pension Reform proposals have
hit a snag.
The problems appear to be that
the Treasury Department officials want to
use the same or similar approach of last year,
while the Labor Department policymakers feel
the old proposals d o n ’t go far enough.
Their
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feeling is that if the Administration
doesn't sponsor such matters as portability
and funding, the Congress will succeed in
getting such items into the law, and the
Democrats will take the credit for the job.
In both the Senate Labor Subcommittee
hearings, as well as the hearings in the
House by the Dent Subcommittee, the Labor
Department representative stuck strictly to
a "technical statement", but offered nothing
meaningful in the way of an Administration
viewpoint on the subject.
During the House Labor hearings, Chairman
Dent indicated that a study of the cost of
vesting in private pension plans would be
forthcoming.
That study, prepared by Dr.
Winklevoss of the Wharton School of Business,
University of Pennsylvania, is now available
as a committee print.
In the congressional
study, Winklevoss estimated the cost of various
vesting formulas in terms of the percentage
increase in a pension plan's yearly contributions.
Copies are available through the Pension Task
Force.
SECURITIES AND EXCHANGE COMMISSION
Chairman-designate G. Bradford Cook addressed a
PLI conference recently in New York,
indicating that the Commission will be
preparing over the next several months a
detailed treatment of the crucial area of
"inside information" with a view toward
providing a series of guidelines.
He also added that the Commission
will continue defining with rules and guidelines
its policies on earnings projections.
TREASURY, DEPARTMENT OF
Taxpayer Assistance Service Inquiry commenced on
2/27/73 by the Senate Subcommittee on Treasury,

U.S. Postal Service and General Government chaired
by Senator Montoya (D-N.M.).
"Foremost in
our minds is the basic premise that a citizen's
willingness to carry his own tax burden is
determined by the measure of his own faith in
the capability, fairness and integrity of those
who administer our tax code".
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The lead witnesses included Professor
L. Hart Wright of the Michigan Law School;
Mr. Henry W. Block of H & R Block; Mr. Ralph
Nader and Mr. Jeff Gold, CPA, of the Community
Tax A i d , Inc.
There was substantial agreement among the
witnesses that IRS cannot play the role of
assister and tax collector at the same time.
Another significant point was that taxpayers
should be better informed of their rights during
an IRS audit.
Hearings in House Ways and Means on tax reform
continue with the first week of public witnesses.
Committee prints of the panelists statements
have been issued (through No. 11).
The remaining
reprints of the final panel sessions should be
available in the next week.
The Administration has announced that
its reform proposals will be issued very soon.
These remarks were contained in the President’s
economic State of the Union Message.
Recent amendments to the Tax Code appear in the
2/23/73 Fed. R e g . At p.4967 is a section
dealing with "accounting period changes".
Also in the 3/1/73 F e d . R e g . at pgs. 5462-67
are amendments to the Code involving "income tax
treatment of mineral production payments".
GOVERNMENT PROCUREMENT COMMISSION
The Final Report of the Procurement Commission,
a four-volume report on procurement in the
executive branch of the Federal Government
(see 1/29/73 Report) , will go on sale at the
GPO on 3/8/73. Price for all four volumes
is $9.25, plus $1.40 for mailing.
A complete Index, Bibliography, List of
Acronyms, etc. will be available in about 6
weeks.
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CPAS IN THE NEWS
Aloysius M'Lot, Director of Audits, Touche
Ross and Company, Washington, D. C. has
been named to a panel of technical experts
of the President’s Committee on Interest
and Dividends.
The panel will assist the
Committee’s staff in working out some of
the problems involved in monitoring the
costs that influence institutional
lending rates.
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